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We affirm that:

We are certified public accountants licensed to practice in Michigan.

We further affirm the following material, “no” responses have been disclosed in the financial statements, including the notes, or in the
Management Letter (report of comments and recommendations).
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Check each applicable box below. (See instructions for further detail.)

All required component units/funds/agencies of the local unit are included in the financial statements and/or disclosed in the
reporting entity notes to the financial statements as necessary.

There are no accumulated deficits in one or more of this unit’'s unreserved fund balances/unrestricted net assets
(P.A. 275 of 1980) or the local unit has not exceeded its budget for expenditures.

The local unit is in compliance with the Uniform Chart of Accounts issued by the Department of Treasury.

The local unit has adopted a budget for all required funds.

A public hearing on the budget was held in accordance with State statute.

The local unit has not violated the Municipal Finance Act, an order issued under the Emergency Municipal Loan Act, or
other guidance as issued by the Local Audit and Finance Division.

The local unit has not been delinquent in distributing tax revenues that were collected for another taxing unit.
The local unit only holds deposits/investments that comply with statutory requirements.

The local unit has no illegal or unauthorized expenditures that came to our attention as defined in the Bulletin for
Audits of Local Units of Government in Michigan, as revised (see Appendix H of Bulletin).

There are no indications of defalcation, fraud or embezzlement, which came to our attention during the course of our audit
that have not been previously communicated to the Local Audit and Finance Division (LAFD). If there is such activity that has
not been communicated, please submit a separate report under separate cover.

The local unit is free of repeated comments from previous years.
The audit opinion is UNQUALIFIED.

The local unit has complied with GASB 34 or GASB 34 as modified by MCGAA Statement #7 and other generally
accepted accounting principles (GAAP).

The board or council approves all invoices prior to payment as required by charter or statute.

To our knowledge, bank reconciliations that were reviewed were performed timely.

If a local unit of government (authorities and commissions included) is operating within the boundaries of the audited entity and is not
included in this or any other audit report, nor do they obtain a stand-alone audit, please enclose the name(s), address(es), and a
description(s) of the authority and/or commission.

I, the undersigned, certify that this statement is complete and accurate in all respects.

We have enclosed the following: Enclosed | Not Required (enter a brief justification)

Financial Statements

The letter of Comments and Recommendations |:|

Other (Describe) |:|
Certified Public Accountant (Firm Name) Telephone Number
Plante and Moran, PLLC 800-827-1280
Street Address City State Zip
27400 Northwestern Highway Southfield Mi 48034
Authorizing CPA Signature Printed Name License Number
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Independent Auditor’s Report

To the Honorable Judges
of the 25th District Court
Lincoln Park, Michigan

We have audited the accompanying basic financial statements of the 25th District Court of
Michigan as of June 30, 2006. These financial statements are the responsibility of the District
Court’s management. Our responsibility is to express an opinion on these financial statements
based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of the District Court Funds of District No. 25 of the City of Lincoln Park,
Michigan as of June 30, 2006 and the changes in its financial position for the year then ended, in
conformity with accounting principles generally accepted in the United States of America.

Our audit was conducted for the purpose of forming an opinion on the basic financial
statements. The budgetary comparison schedule is not a required part of the basic financial
statements but is supplemental information required by the Governmental Accounting Standards
Board. We have applied certain limited procedures, which consisted primarily of inquiries of
management, regarding the methods of measurement and presentation of the required
supplemental information. However, we did not audit the information and express no opinion
on it.

The accompanying financial statements do not present a management’s discussion and analysis,
which would be an analysis of the financial performance for the year. The Governmental
Accounting Standards Board has determined that this analysis is necessary to supplement,
although not required to be part of, the basic financial statements.

74«»@ f 77!%, PLee

A member of

A association of accounting firms

August 9, 2006




District Court Funds of District No. 25
City of Lincoln Park, Michigan

Governmental Fund Balance Sheet/Statement of Net Assets (Deficit)
June 30, 2006

Operating
Fund - Statement of
Modified Adjustments  Net Assets -
Accrual (Note 2) Full Accrual
Assets
Current assets - Cash and investments (Note 3) $ 104,776 $ - $ 104,776
Prepaid expenses to the City of Lincoln Park 43,064 - 43,064
Capital assets (Note 4) - 30,187 30,187
Total assets $ 147,840 30,187 178,027
Current Liabilities - Current portion of
long-term debt (Note 5) $ - 18,064 18,064
Long-term Debt - Net of current portion (Note 5) - 130,486 130,486
Fund Balance - Unreserved 147,840 (147,840) -
Total liabilities and fund balance $ 147,840 710 148,550
Net Assets
Investment in capital assets 30,187 30,187
Unrestricted (710) (710)
Total net assets $ 29,477 $ 29,477

See Notes to Financial Statements. 2



District Court Funds of District No. 25

City of Lincoln Park, Michigan

Statement of Governmental Fund Revenue, Expenditures, and
Changes in Fund Balance/Statement of Activities
Year Ended June 30, 2006

Revenue
Contributions from City of Lincoln Park
Other

Interest
Total revenue

Expenditures
Salaries and wages
Fringe benefits
Supplies and postage
Telephone
Utilities
Maintenance
Services
Other
Depreciation
Capital outlay

Total expenditures
Changes in Fund Balance/Net Assets
Fund Balance/Net Assets (Deficit) - Beginning of year

Fund Balance/Net Assets - End of year

See Notes to Financial Statements. 3

Revenues and

Expenditures - Statement of
Modified Adjustments Activities - Full
Accrual (Note 2) Accrual

$ 1410689 $ - $ 1,410,689

580 - 580
8,5!1 - 8,511
1,419,780 - 1,419,780
615,760 - 615,760
493,910 (5,361) 488,549
31,247 - 31,247
12,277 - 12,277
25,317 - 25,317
16,292 - 16,292
65,522 - 65,522
15,061 - 15,061

- 18,393 18,393
10,376 (8,580) 1,796
1,285,762 4,452 1,290,214
134,018 (4,452) 129,566
13,822 (113,911) (100,089)

$ 147,840 $(118,363) $ 29,477




District Court Funds of District No. 25
City of Lincoln Park, Michigan

Fiduciary Fund
Statement of Assets and Liabilities
June 30, 2006

Agency Fund
Assets - Cash and investments (Note 3) $ 260,016
Liabilities
Due to City of Lincoln Park $ 145798
Due to other governmental units 39,148
Refundable bonds 70,623
Other 4,447
Total liabilities $ 260,016

See Notes to Financial Statements. 4



District Court Funds of District No. 25
City of Lincoln Park, Michigan

Notes to Financial Statements
June 30, 2006

Note | - Significant Accounting Policies

The accounting policies of the 25% District Court (the “District Court“) conform to
accounting principles generally accepted in the United States of America as
applicable to governmental units. The following is a summary of significant
accounting policies:

Reporting Entity

The District Court is governed by two elected judges. The District Court is
responsible for traffic and moving violations, certain civil matters, and misdemeanors
within the limits of the City of Lincoln Park, Michigan.

Fund Accounting

The accounts of the District Court are organized on the basis of funds, each of
which is considered a separate accounting entity. The various funds are categorized
as follows:

Governmental Fund

Operating Fund - The Operating Fund contains the records of the ordinary
activities of the District Court that are not accounted for in another fund. The
financial activities of the fund are limited to collection of subsidies from the City of
Lincoln Park, Michigan (the “City”) and payment of expenditures including payroll
costs.

Fiduciary Fund

Agency Fund - The depository bond and trust accounts of the District Court are
accounted for in an Agency Fund. The financial activities of the fund are limited to
collection of amounts that are subsequently returned or paid to third parties. The
fund is custodial in nature (assets equal liabilities) and does not involve the
measurement of results of operations.



District Court Funds of District No. 25
City of Lincoln Park, Michigan

Notes to Financial Statements
June 30, 2006

Note | - Significant Accounting Policies (Continued)

Measurement Focus, Basis of Accounting, and Financial Statement
Presentation

The District Court’s Operating Fund is budgeted and accounted for using the
current financial resources measurement focus and the modified accrual basis of
accounting. Revenue is recognized as soon as it is both measurable and available.
Revenue is considered to be available if it is collected within the current period or
soon enough thereafter to pay liabilities in the current period. For this purpose, the
District Court considers revenues to be available if they are collected within 60 days
of the end of the current fiscal period.

Expenditures generally are recorded when a liability is incurred, as under accrual
accounting. However, expenditures relating to compensated absences are recorded
only when payment is due.

In addition to presenting information for the Operating Fund on the modified accrual
basis (as budgeted), the financial statements present information for the District
Court using the economic resources measurement focus and the accrual basis of
accounting. This information is intended to demonstrate the degree to which
taxpayers have funded the full cost of services received. Revenue is recorded when
earned and expenses are recorded when a liability is incurred, regardless of the
timing of related cash flows.

Private sector standards of accounting issued prior to December |, 1989 are
generally followed in both modified accrual and full accrual columns, to the extent
that those standards do not conflict with the standards of the Governmental
Accounting Standards Board. The District Court has elected not to follow private
sector standards issued after November |, 1989 for its full accrual presentation.

Assets, Liabilities, and Net Assets or Equity

Bank Deposits and Investments - The District Court considers all highly liquid
investments purchased with an original maturity of three months or less to be cash
equivalents. Investments are recorded at fair value as of June 30, 2006, based on
quoted market prices.



District Court Funds of District No. 25
City of Lincoln Park, Michigan

Notes to Financial Statements
June 30, 2006

Note | - Significant Accounting Policies (Continued)

Capital Assets - Capital assets are defined by the District Court as assets with an
estimated useful life in excess of two years. Such assets are recorded at historical
cost or estimated historical cost if purchased or constructed. Donated capital assets
are recorded at estimated fair market value at the date of donation. The District
Court building is owned by the City of Lincoln Park, Michigan and is not reported in
these financial statements; the debt related to the building is also reported in the
City’s financial statements.

Capital assets are depreciated using the straight-line method over the following

useful lives:
Furniture and fixtures 3-10 years
Law library 5 years

Compensated Absences (Vacation and Sick Leave) - It is the District Court’s
policy to permit employees to accumulate earned but unused sick and vacation pay
benefits. All vacation and sick pay is accrued when incurred in the government-wide
financial statements. A liability for these amounts is reported in the governmental
fund only for employee terminations as of year end.

Use of Estimates - The preparation of financial statements in conformity with
accounting principles generally accepted in the United States of America requires
management to make estimates and assumptions that affect the reported amounts of
assets and liabilities and disclosure of contingent assets and liabilities at the date of
the financial statements and the reported amounts of revenue and expenses during
the period. Actual results could differ from those estimates.

Other accounting policies are disclosed in other notes to the financial statements.



District Court Funds of District No. 25
City of Lincoln Park, Michigan

Notes to Financial Statements
June 30, 2006

Note 2 - Reconciliation of Government-wide and Fund Financial
Statements

As discussed in Note |, the Operating Fund is presented on the modified accrual
basis of accounting, and the District Court as a whole (which consists of just its
Operating Fund) is also presented on the full accrual basis. The following is a
reconciliation of fund balance on the modified accrual basis of accounting to net
assets presented on the full accrual basis:

Total Fund Balance - Modified Accrual Basis $ 147,840
Amounts reported in the statement of net assets are different because:

Capital assets are not financial resources and are not reported

in the funds 30,187
Compensated absences are not recorded until due and are not

reported in the funds (148,550)

Total Net Assets - Full Accrual Basis $ 29477

The following is a reconciliation of the changes in fund balance on the modified
accrual basis to the change in net assets on the full accrual basis:

Net Change in Fund Balance - Modified Accrual Basis $ 134,018
Amounts reported in the statement of net assets are different because:

Decrease in accumulated employee sick and vacation pay is
recorded when earned in the statement of activities 5,361

Capital assets used in governmental activities are not considered
financial resources; as such, depreciation recorded on those
assets is not considered an activity of the funds (18,393)

Governmental funds report capital outlays as expenditures in the
statement of activities; these costs are allocated over their
estimated useful lives as depreciation 8,580

Change in Net Assets of Governmental Activities $ 129,566



District Court Funds of District No. 25
City of Lincoln Park, Michigan

Notes to Financial Statements
June 30, 2006

Note 3 - Deposits and Investments

Michigan Compiled Laws Section 129.91 (Public Act 20 of 1943, as amended)
authorizes local governmental units to make deposits and invest in the accounts of
federally insured banks, credit unions, and savings and loan associations that have
offices in Michigan. The local unit is allowed to invest in bonds, securities, and other
direct obligations of the United States or any agency or instrumentality of the United
States; repurchase agreements; bankers’ acceptances of United States banks;
commercial paper rated within the two highest classifications, which matures not
more than 270 days after the date of purchase; obligations of the State of Michigan
or its political subdivisions, which are rated as investment grade; and mutual funds
composed of investment vehicles that are legal for direct investment by local units of
government in Michigan.

The District Court has designated one bank for the deposit of its funds. The
investment policy adopted by the District Court in accordance with Public Act 196
of 1997 has authorized investment in bonds and securities of the United States
government and bank accounts and CDs, but not the remainder of State statutory
authority as listed above. The District Court’s deposits and investment policies are
in accordance with statutory authority.

The District Court’s cash and investments are subject to two types of risk, which are
examined in more detail below:

Custodial Credit Risk of Bank Deposits - Custodial credit risk is the risk that in
the event of a bank failure, the District Court’s deposits may not be returned to it.
The District Court does not have a deposit policy for custodial credit risk. At year
end, the District Court had $174,081 of bank deposits (certificates of deposit,
checking and savings accounts) that were covered by $100,000 of federal depository
insurance. The District Court believes that due to the dollar amounts of cash
deposits and the limits of FDIC insurance, it is impractical to insure all deposits. As a
result, the District Court evaluates each financial institution with which it deposits
funds and assesses the level of risk of each institution; only those institutions with an
acceptable estimated risk level are used as depositories.

Credit Risk - State law limits certain investments to the top two ratings issued by
nationally recognized statistical rating organizations and the District Court has no
investment policy that would further limit its investment choices. At June 30, 2006,
the District Court holds $211,000 of investments in bank investment pools, which
are not rated.



District Court Funds of District No. 25
City of Lincoln Park, Michigan

Notes to Financial Statements
June 30, 2006

Note 4 - Capital Assets

Capital asset activity of the District Court’s governmental activities was as follows:

Balance Balance
July 1,2005 Additions Disposals June 30, 2006

Depreciable capital assets:

Furniture and equipment $ 489678 $ 2,080 $ - $ 491,758
Law library 86,000 6,500 6,500 86,000
Subtotal 575,678 8,580 6,500 577,758
Less accumulated depreciation:
Furniture and equipment 470,078 10,493 - 480,571
Law library 65,600 7,900 6,500 67,000
Subtotal 535,678 18,393 6,500 547,571
Net capital assets $ 40,000 $ (9.813) $ - $ 30,187

Capital assets, including library books, are recorded at cost. Depreciation expense
was $18,393 for the year ended June 30, 2006.

Note 5 - Long-term Debt

Outstanding Debt

Debt outstanding of the District Court as of June 30, 2006 consisted of $148,550 of
accumulated employee benefits (compensated absences). The accumulated
employee benefits represent the estimated liability to be paid governmental fund-
type employees under the District Court’s sick and vacation policy. The portion that
is estimated will be paid currently, if any, has been recorded as a liability in the
Operating Fund. Under the District Court’s policy, employees earn sick and
vacation time based on time of service with the District Court.



District Court Funds of District No. 25
City of Lincoln Park, Michigan

Notes to Financial Statements
June 30, 2006

Note 5 - Long-term Debt (Continued)

Changes in Long-term Debt

The following is a summary of long-term debt transactions of the District Court for
the year ended June 30, 2006:

Compensated

_ Absences
Balance - July I, 2005 $ 153911
Decrease in long-term portion of employee benefits (5,361)
Balance - June 30, 2006 $ 148,550

Note 6 - Budget Information

The budget of the Operating Fund is prepared by the District Court management
and adopted by the City Council; subsequent amendments are approved by the City
Council. Unexpended appropriations lapse at year end; encumbrances are not
included as expenditures. The amount of encumbrances outstanding at June 30,
2006 has not been calculated. The budget was not amended during the current
year.

The budget has been prepared in accordance with accounting principles generally
accepted in the United States of America.

The budget has been adopted on a line-item basis; expenditures at this level in
excess of amounts budgeted are a violation of Michigan law. A comparison to the
budget as adopted by the City Council is shown in the required supplemental
information. This comparison includes expenditure overruns. The significant budget
overrun is noted below.

Budget Actual Variance

Salaries and wages $ 591,169 $ 615760 $ (24,591)



District Court Funds of District No. 25
City of Lincoln Park, Michigan

Notes to Financial Statements
June 30, 2006

Note 7 - Postemployment Benefits

The District Court provides health care benefits to all full-time employees upon
retirement. Currently, |5 retirees are eligible. The District Court includes pre-
Medicare retirees and their dependents in its insured health care plan, with no
contribution required by the participant. The District Court purchases Medicare
supplemental insurance for retirees eligible for Medicare. Expenditures for
postemployment health care benefits are recognized as the insurance premiums
become due. The City bills the District Court based on the District Court’s total
number of employees. During the year, this amounted to approximately $142,000.

Note 8 - Defined Benefit Pension Plan

The District Court has no individual pension plan for its employees or judges. The
District Court employees are participants in the City of Lincoln Park Municipal
Employees’ Pension Plan. The judges are covered under the State of Michigan
Retirement Plan, a contributory defined benefit pension plan. Pension contributions
to the Employees’ Pension Plan, which were charged to the Operating Fund, were
$105,402 in 2006. Pension contributions for the District Court judges are collected
as court costs and remitted to the State through the District Court’s Agency Fund.
Actuarial information on the two retirement plans is not available for the District
Court employees or judges. Trend information is contained in the City of Lincoln
Park and State of Michigan’s audited financial statements.

Note 9 - Risk Management

The District Court is exposed to various risks of loss related to property loss, torts,
errors and omissions, and employee injuries (workers’ compensation), as well as
medical benefits provided to employees. The District Court, through the City, has
purchased commercial insurance for medical benefit claims and participates in the
Michigan Municipal League risk pool for claims relating to property loss, torts, errors
and omissions, and employee injuries. Settled claims related to the commercial
insurance have not exceeded the amount of insurance coverage in any of the past
three fiscal years.

The Michigan Municipal League risk pool program operates as a common risk-
sharing management program for local units of government in Michigan; member
premiums are used to purchase commercial excess insurance coverage and to pay
member claims in excess of deductible amounts.



District Court Funds of District No. 25
City of Lincoln Park, Michigan

Notes to Financial Statements
June 30, 2006

Note 10 - Upcoming Reporting Change

The Governmental Accounting Standards Board has recently released Statement
Number 45, Accounting and Reporting by Employers for Postemployment Benefits
Other Than Pensions. The new pronouncement provides guidance for local units of
government in recognizing the cost of retiree health care, as well as any “other”
postemployment benefits (other than pensions). The new rules will cause the
government-wide financial statements to recognize the cost of providing retiree
health care coverage over the working life of the employee, rather than at the time
the health care premiums are paid. The new pronouncement is effective for the
year beginning July 1, 2008.
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District Court Funds of District No. 25
City of Lincoln Park, Michigan

Required Supplemental Information
Budgetary Comparison Schedule - Operating Fund
Year Ended June 30, 2006

Current Year - Modified Accrual

Prior Year
Actual - Originally Variance
Modified Adopted Amended Favorable
Accrual Budget Budget Actual (Unfavorable)
Revenue
Contributions from City of Lincoln Park ~ $ 1,479,312 $ 1,410,689 $ 1,410,689 $ 1,410,689 $ -
Other - - - 580 580
Interest 4,921 - - 8,511 8,511
Total revenue 1,484,233 1,410,689 1,410,689 1,419,780 9,091
Expenditures
Salaries and wages 736,723 591,169 591,169 615,760 (24,591)
Fringe benefits 601,752 612,221 612,221 493,910 118,311
Supplies and postage 25,845 28,500 28,500 31,247 (2,747)
Telephone 12,308 13,500 13,500 12,277 1,223
Utilities 22,980 21,000 21,000 25,317 (4,317)
Maintenance 13,328 20,000 20,000 16,292 3,708
Services 54,976 61,680 61,680 65,522 (3,842)
Other 14,897 50,580 50,580 15,061 35,519
Capital outlay 15,331 12,000 12,000 10,376 1,624
Total expenditures 1,498,140 1,410,650 1,410,650 1,285,762 124,888
Change in Fund Balance (13,907) 39 39 134,018 133,979
Fund Balance - Beginning of year 27,729 13,822 13,822 13,822 -
Fund Balance - End of year $ 13,822 § 13,861 $ 13,861 $ 147,840 $ 133,979
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